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EDITOR’S NOTE 


Please note that this issue was delayed publication. This explains 
why some the quoted material later date than the date this 
issue. 
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Tax Limits and Tax Leakages 


WALKER 


Executive Director, Tax Institute, Incorporated 


HERE begins evident straining the seams with respect 
revenues. This phenomenon appears all three state, and 
local. The fiscal crisis Michigan and New York City’s revenue difficulties 
have been given the most attention news stories, but the Michigan and New 
York City troubles are merely somewhat extreme examples difficulties that 
are making themselves felt throughout the country. 


THEORETICAL 


there limit the amount taxes that can imposed? so, how this 
limit expressed? Probably the oversimplified answer the first questions yes, 
but cannot determine exactly where because varies according 
circumstances. The most extreme limit would reached when the population 
were longer left enough their earnings provide minimum subsistence. 
Only under dictatorship could the tax burden pushed high. Moreover, 
likely that even the most tyrannical dictator would aware the prac- 
tical disadvantages increasing revenue burdens that extent. 

democracy the tax limits would reached much sooner. seems likely 
that the more literate and the more democratic the government, the sooner 
those limits would reached, particularly peacetime when the populace 
would unwilling submit great hardships war. 

the other hand, the practical limits taxation will probably higher 
community where the voters believe the government honest and 
efficient and where there strong popular demand for the functions for 
which these taxes are imposed. 

For century longer, tax writers have been attempting ascertain the 
limit taxation percentage national income. 

The impossibility setting exact limit was recognized far back 
1892 great English economist, Professor Bastable, who said: 


Justi regards 16% the average, 25% excessive. Hock states 15% the upper 
limit. Leroy-Beaulieu, who confines his discussion the amount taxation, arranges 
the charge national income for State ends grades: thinks light, between 
and 10% moderate, over the latter figure heavy, and when 16% reached 
almost impossible increase it. Any attempt settle once for all the proper propor- 
tion public expenditure national income necessarily vitiated the different 
elements taken into account; such (1) the object the outlay; has 


This article, however, will deal only with state and local revenues. 
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TAX POLICY 


economic end larger amount may taken, since expected yield direct re- 
turn, and even not for economic ends, decision can made until the urgency 
the want known. Nation engaged conflict perhaps involving its national 
existence justified expenditure that ordinary times would imprudent. (2) 
The amount the national income also factor considered. 

Such considerations lead the indeed ought obvious—that there 
mechanical mode judging the sufficiency the legitimacy public expendi- 
ture, belief that strengthened remembering that local expenditures must 
added that the central government before the full pressure can known, and 
that series complicated calculations needed apportion the combined charges 
over the several districts.3 


The most striking example such attempt recent years that the 
Australian economist, Colin Clark, who suggested 1945 that per cent 
national income was the limit taxable capacity. discussing this suggestion 
Tax Institute symposium 1952, Mr. Clark said: 


basic reason for thinking there definite limit beyond which taxation cannot 
that taxation beyond the reasonable limit makes two-pronged attack upon the 
stability the price level, the value money. attacks incentive produce, 
the one hand, and creates incentives spend the other. slows down the growth 
real income and encourages the circulation 


Most present day economists refuse, however, Bastable did 1892, 
accept any precise figure the limit. For example, Professor Dan Throop 
Smith, Harvard Graduate School Business Administration, said the same 
Tax Institute symposium: 


the analysis the factors limiting country’s taxable capacity, both economic and 
political matters must considered. should like the outset say that not 
believe there any specific level taxation applicable all countries, all times 
any single country, which may any absolute sense referred constituting 
the limit taxable capacity. The repressive effects taxation begin operate 
fairly low levels. taxation becomes higher, they are likely become more significant. 
The changes are matters degree rather than qualitative.5 


STATE AND Tax 


the case state and local taxation, the limits are probably determined 
more willingness than actual capacity pay taxes. This also true with 
respect federal taxes, but perhaps lesser extent. Business enterprises 
and residents the states, and particularly the small local units, can more 
readily escape oppressive taxation moving other taxing units. Less ex- 
treme resistance may expressed through the voting power. Another type 
limit—and more serious one—is reached when individual business 


2C. Bastable, Public Finance, 129. 

pp. 

4Colin Clark, “Long-Run Effects Taxation Upon Value Money,” Limits Tax- 
able Capacity, Princeton: Tax Institute, Inc., 1953, 143. 

5“Analysis Factors Limiting Taxable Capacity,” Limits Taxable Capacity, 
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enterprise affected adversely unable carry successfully, even 
though the individual the enterprise may not postion move away. 

Widespread tax foreclosures and tax strikes (such were experienced 
during the early thirties) are other indications tax limits. 
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LIMITATIONS 


The constitutional and statutory limits placed upon taxes are entirely 
different category from the economic psychological limits. These legal limits 
usually relate the rate the property tax, although sometimes they are ex- 
pressed dollar amounts the total levy percentage increase. Con- 
trary the imprecise limits tax capacity tax willingness, the legal limits 
are fixed specific figure percentage. 

Many states imposed such limits during the thirties because the difficulties 
experienced connection with payment the property tax. may ques- 
tioned whether these limits had any effect upon the total tax burden. They 
did, however, result shifting considerable part the burden from property 
other forms taxation, principally sales taxation. 


Tax STRINGENCY AND STIFFENING TAX RESISTANCE 


The most critical state situation appears Michigan, although several 
other states are also experiencing particularly difficult fiscal problems. Some 
recent headlines from The New York Times reflect this situation. 


MICHIGAN FACES CRISIS THIS WEEK 
State Plans Halt Welfare 
Payments Thursday Unless 
Treasury Replenished (April 26, 1959) 


FISCAL CRISIS DELAYS PAY FOR MICHIGAN 29, 1959) 
MICHIGAN BEGINS PAYLESS PAYDAYS (May 1959) 
MICHIGAN DEEPER FISCAL 1959) 

27,000 GET PAY MICHIGAN 1959) 


MICHIGAN PAYROLL MET 
Increase Tax Revenues Eases Situation (May 22, 1959) 


MICHIGAN DEFEATS INCOME TAX (June 11, 1959) 


New Jersey, Ohio, Illinois, California, and Massachusetts are some the 
other states whose fiscal troubles have made headlines 1959. 


MAJOR TAX CRISES FACE NEW JERSEY 
Revenue Sources Need 
Expanded—Realty 
Levy Overburdened (April 26, 1959) 


TACKLES FISCAL PROBLEMS 
Ohio Governor Confident 
His Tax-Increase Program 
Will Avert Crisis (April 26, 1959) 


ILLINOIS TACKLING BUDGET-TAX 1959) 
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LEGISLATORS TRIM TAX PLAN 14, 1959) 


FISCAL WOES HOLD MASSACHUSETTS 
Furcolo’s Budget Proposal 
Cut State House—New 
Hampshire Struggling (June 21, 1959) 


the local front New York City has presented the most outstanding 
instance local government caught between the need for more revenues and 
stout taxpayer resistance new taxes. After much controversy and bitterness 
the city has resorted some nuisance taxes, which claimed are insuf- 
ficient take care justifiable salary increases and other essential expenses. 

many other cities the administration subject triple squeeze in- 
creasing service demands, greater resistance taxes, and state restrictions. 
Both large and small units are experiencing difficulties. For example: 


BIG-BUDGET WARNING CITY HALL 
(New York Herald Tribune, May 1959) 


HACKENSACK (N. J.) TAX STIRS BATTLE CRY 
Homeowners Organize For Fight Rise, Despite Hope For Relief 
(New York Times, June 1959) 


Particularly with respect school taxes does there appear stiffening 
resistance the tax burden. 


SCHOOL VOTES REJECT $58 MILLION BUDGETS 
School budgets amounting nearly $58,000,000 were defeated suburban commu- 
nities which voted Tuesday and Wednesday nights. This almost four times the 
dollar value rejected last year’s May votes the entire state. Figures based in- 
complete returns yesterday showed that fourteen districts Nassau, Suffolk and Rock- 
land Counties had voted “no” growing taxpayers’ revolt against higher school 
costs. York Herald Tribune, May 1959) 


TAXPAYER REVOLT SEEN VOTES 
Rejection School Budgets Laid Resentment Rise Costs And Levies 
(New York Times, May 1959) 


EDUCATION REVIEW 
City Schools, Pressed for Teacher Pay, Are Urged Find New Economies 
(Article Loren Pope, New York Times, May 1959) 


MUST INDUSTRIAL AREA CITIES SECEDE FROM THE LOS ANGELES 
CITY SCHOOL DISTRICT? 

Vernon, Huntington Park, South Gate and the Dominguez district between Torrance 
and Long Beach are important segments the Los Angeles City School 
support. Their taxable property valued close $500,000,000. But from 1952 
1958, manufacturing employment the Huntington Park office territory the State 
Department Employment declined some 12,000. Every year the tax levy in- 
creased Metropolitan forces. Pioneer industries have been forced out the higher 
tax overhead. Several big plants have moved away; some have liquidated. 

would encouraging say that people will awake the danger trends and 
“do something” about it. But the one major cause rising overhead uncertainty 
the school taxes. There home rule this field. And until there is, the only 
defense will that moving away liquidating. Liquidation easy choice. 
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Modern industry requires tailor-made facilities, the old abandoned nests are 
not much demand... 
(Tax Talk, Los Angeles Bureau Municipal Research, March 21, 1959) 


SCHOOLS IRKED OVER ‘AUSTERITY’ 
Taxpayers’ Revolt Causing Many Budget Problems and Cutting Services 
Various METHODS TRIED 
They Range From Restoring Items Public Request Defying State Officials 
(New York Times, July 1959) 


STATE ANALYZES SCHOOL SPENDING 
Survey Describes Districts Unable Win Approval Money Programs 
ARE CITED 
Fast-Growing Sections With High Tax Rates Produce Strongest Resistance 
(New York Times, July 18, 1959) 


true the items quoted are few numerical insignificance, 
but straws the wind they may indicate which way the wind blowing. 
Moreover, many similar items could far known research 
has been done the stiffening taxpayer resistance, but judging from various 
current news items resistance taxes appears greater than any time 
since the early thirties. 

The decades since then have brought intensive exploitation new revenue 
sources the states and some exploitation such sources local govern- 
ments. There are not, therefore, the fertile untapped sources potential 
revenue that were available Where then can essential revenues 
found? true that few states have far managed avoid utilizing some 
the major revenue sources but these states are the minority. Moreover, 
they frequently rely heavily other sources, that the tax burden their 
citizens considerable. 

and large, appears probable that the battle for increased revenues will 
continue make some gains the states and local governments, although 
against stiffening resistance. 


Tax LEAKAGES 


Meanwhile, however, would seem practical for both state and local gov- 
ernments check carefully for all possible tax leakages. Inefficient extrava- 
gant government constitutes substantial leakage. Taxpayers have never ex- 
hibited the same interest expenditures taxes, but obvious truism 
that expenditures are the cause the tax burden and that effective taxpayer 
demands for efficiency and economy would far more fruitful securing 
high standards governmental service reasonable cost than taxpayer revolts 
would be. 

Tax leakages, resulting from failure derive the full revenue potential from 
present taxes their present rates, represent one the basic underlying fac- 
tors state and local finance. Some rather substantial leakages exist with 
respect current revenue sources. These are particularly obvious the case 
local property and state income taxes. 
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Real Property Tax Leakages 


There are substantial leakages real property taxation through under- 
assessment, inefficient collection procedures, and exemptions. 

Leakages through underassessment are two kinds. There may delib- 
erate policy underassessment the part the local administration order 
enable the local unit escape its proper share county and state taxes. 
far more serious, because more inequitable, leakage occurs through variations 
assessing the individual properties the unit. times this deliberate, 
when the local officials desire favor some particular group taxpayers, 
particular corporate enterprise, even individual taxpayer. likely, 
however, that differential taxation results far more frequently from incom- 
petence than from deliberate intent. 

Research studies state after state have documented instances inequitable 
assessment. recent Ohio was shown that variations the as- 
sessment individual properties within the same city ranged from per cent 
108 per cent sales values. Similar studies would probably reveal equally 
striking inequities most the states. 


Personal Property Tax Leakages 


communities where personal property taxation still permitted, there are 
substantial leakages resulting from assessment and collection procedures. The 


following quotations are typical comments that have been made many 
different states. 


presently administered, the personalty tax anything but fair those 
taxpayers who pay it. Perhaps the taxpayers who should paying this tax 
are not paying 

The general property tax New Jersey longer general and there some 


question whether tax negotiated contribution for the support govern- 
ment... 


From the “spot checks” the personal property assessments which studied, our 
committee observed the very wide discrepancies and inequalities the personal pro- 
perty assessment. There evidence that special effort has been made put these 
assessments relatively equitable basis; however, most difficult and 


State Income Tax Leakages 


Income tax leakages have been highlighted 1959 tax discussions 
New York State. Governor Nelson Rockefeller recommended that New York 


Ohio Legislative Service Commission, Local Government Financing Problems Ohio, 
Staff Research Report No. 33, February, 1959, 23. 

Property Assessment Administration Tennessee, 1955-56, Report the County Tax 
Assessment Subcommittee the Legislative Council Committee, Nashville, 1956, 13. 
Jersey, Commission State Tax Policy, Sixth Report: The General Property 
Tax New Jersey—A Century Inequities, Trenton, 1953, 

Kansas City, Missouri, Mayor’s Municipal Revenue Commission, Report, Kansas City, 
1956, Volume pp. 18-19. 
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shift withholding tax system. The system was adopted March, 1959. 
Joseph Murphy, State Commissioner Taxation and Finance, said that 
expected that thousands persons now evading payment the tax would 
discovered result withholding. The Tax Department does not know 
how many evaders the withholding system will disclose, but estimates range 
from 400,000 


Estimates the amount additional money the state would get everyone paid his 
taxes full range from $10,000,000 year high $65,000,000. The Rockefeller 
administration has been using $35,000,000 figure, but this only educated 
guess. .11 


proposing the withholding system his Budget Message, Governor Rocke- 
feller said: “It unfair the conscientious people this state who pay their 
taxes that many others have, year and year out, successfully evaded payment 
state 

The District Columbia and the states imposing net income taxes 
adopted the withholding system prior 1959. These states are Alabama, 
Alaska, Arizona, Colorado, Delaware, Idaho, Kentucky, Maryland, Montana, 
Oregon, and Vermont. Five states, Massachusetts, New York, North Carolina, 
South Carolina, and Utah, have adopted withholding 1959. was also pro- 
posed governors Minnesota, Missouri, Oklahoma, and Wisconsin. 

New Mexico has adopted another method catching with tax dodgers. 
has been paying several federal tax employees work six Saturdays 
the Albuquerque regional office the United States Internal Revenue Service 
listing all New Mexico residents who filed federal income taxes 1957 and 
other back years. 


“The method are using will cost only about $500 $1,000,” Mr. McCulloch 
McCulloch, Head the Income Tax Division the New Mexico Bureau 
Revenue] said. could easily pick from $500,000 $1,000,000 the crack- 
down for @ne year.” 

The Santa New Mexican June editorial, “Pay Day Due for Tax 
Dodgers,” stated: 

“Wholesale evasion state income tax has been open secret for years. New 
Mexicans know that income tax laws are not enforced, and that their friends and 
neighbors evade the tax with impunity. The day reckoning finally coming. Honest 
taxpayers can now consider their decision pay their taxes sound business 


Leakages Local Sales Taxes 


probable that there considerable tax leakage from imperfect adminis- 
tration various local taxes. The local tax history California offers some 
striking evidence this. There were substantial increases the yields local 


New York Journal American, March 13, 1959. 

The New York Times, February 1959, 

Budget submitted the Legislature, February 1959. Reported The New 
York Times, February 1959, 

The New York Times, June 28, 1959. 
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sales taxes California after the transfer administrative responsibilities 
from the local governments the state. Los Angeles, sales tax receipts 
increased per cent, Santa Monica, per cent, Bishop, per cent, 
and Santa Ana, per cent, the first year state administration. Although 
part this increase was due changes the provisions the tax, sub- 
stantial amount resulted from the transfer 


CHECKING LEAKAGES THROUGH COUNTY AND STATE ADMINISTRATION 


commenting the California development Senator James McBride has 
suggested further ways increasing local tax yields follows: 


California’s experience the sales tax field dramatically illustrates what can done 
assigning certain administrative functions state agency. Not all these in- 
creases, true, should associated with the shift administrative responsibility. 
Indeed, good portion them resulted from decreased exemptions under the uniform 
law. Nevertheless, the revenue advantages state administration stand out clearly 
the sales tax experience. 

Within the property tax structure there are excellent grounds for the assertion that 
most the function assessment can best conducted the county 

Nevertheless, there may area property tax administration where great as- 

sistance could rendered the state. This possibility seems particularly strong 
the assessment business inventories. many cases this assessment involves extensive 
audit corporate record. And many cases these corporate records are kept the 
home offices the corporations involved. detailed audit, with the frequency required 
for optimum results, corporations with head offices the eastern United States can 
extremely costly, the point being prohibitive for all but the largest and 
wealthiest counties. this respect, the parallel with the problems sales tax ad- 
ministration very close indeed. may also that there would some advantages 
state assistance the assessment many industrial properties, particularly those 
interstate even intercounty variety. 

particularly California’s sales tax experience, there seems little 
doubt that net revenues, the payment all administrative expenses, could 
greatly increased. Furthermore, they could increased through improvement 
property tax administration, through reduction the avoidances and the evasions, 
and through reduction good deal duplication effort. They could in- 
creased without loss local self-determination. And they could increased without 
the imposition new taxes increases the tax rates existing taxes. does seem 
that the dangers the survival local government are now great that can 
longer afford the luxury spending administrative money inefficiently the luxury 
failing collect the maximum revenues from any kind tax.15 


Slipshod administration any tax results, course, tax leakages and also 
tax injustices. Good administration fundamental good tax system. 
encouraging report that increasingly high professional standards are being 
developed among tax administrators, but much more attention needs 
given the subject. 

Moreover, must recognized that efficient administration stymied 


James McBride, “State-Administered Local Taxes, Shared Taxes, and Grants-in- 
Aid,” Proceedings the National Tax Association, 1957, 125. 
pp. 126-27. 
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many cases legislative provisions with respect such things elective 
administrative officials, fee system remuneration, multiplicity exemptions, 
fuzzy definitions, and many other shortcomings the law itself that bedevil 
the most efficient and conscientious administrators. 


LEAKAGES FROM FRAGMENTATION TAXING 


Perhaps the most substantial revenue leakage results from the excessive 
fragmentation some the states into miniature taxing districts. 

The Census Bureau has reported that there were 102,328 governmental units 
the United States 1957, follows: 


Government 
States 
Counties 
Municipalities 17,183 
Townships and Towns 17,198 
School districts 50,446 
Special districts 14,405 

102,328 


Eight states, each with more than 5,000 units, account for almost half the 
national total. 

Since education the most costly local function, the fragmentation taxing 
areas most serious with respect school financing. Nine states have fewer 
than 100 school taxing areas each; states have fewer than 300; states 
have fewer than 500. Twenty states account for 47,247 93.7 per cent the 
50,446 school taxing areas. Eight have more than 3,000 each. They 
total 28,810 and account for 57.1 per cent all the school districts the 
country. interesting see that these eight states are contiguous. The 
states with more than 500 districts each, listed the order school taxing 
areas (whether dependent independent), are follows: 


Nebraska Kansas 3,140 Oklahoma 1,643 
Wisconsin 3,848 Ohio 1,168 
Minnesota Illinois 1,998 Indiana 1,030 
South California 1,840 Oregon 726 
Missouri Texas 1,799 New Jersey 563 
Michigan New York 1,670 


these states, which include several the wealthiest states the 
country, that seem hear most about school financing problems, and that 
the most elaborate equalization formulas (to equalize educational burdens and 
benefits) are found. Moreover, judging from some studies that have ap- 
peared, these states that differentials tax burdens and educational 
benefits among the districts are particularly 


See, for example, the following studies: 
Edgar Morphet, Ben Harris, and Earl Miller, Jr., Financial Equalization 
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special comment should made concerning Colorado. That state has 936 

school districts, but 1957, the legislature required countywide qualifying 

levy for state aid schools, thereby reducing the number units 
equalized from 936 63. 


NUMBER SCHOOL TAX-LEVYING AREAS 


* Colorado has 936 school districts, but the school aid law requires that the “local effort” 
be raised through a county-wide minimum levy of 12 mills in each of the 63 counties. 


Sources data: Bureau the Census, Governments the United 1957 
Census Governments, Vol. No. information Colorado from Colorado Public 
Expenditure Council. 


From fiscal point view the size the taxing area for schools significant 
for several reasons. 


First, the greater the number taxing areas the state, the greater will 
the inequalities revenue sources. This results both varying standards 
governmental service and gross inequalities taxpayer burden, with the 


for the Public Schools California, 1959 Legislative No. Berkeley: Uni- 
versity California, Bureau Public Administration, 1958, 

Hill, Jr., and Monfort Barr, The Case for Indiana School Reorganization, 
Indianapolis: Indiana State Chamber Commerce, 1957, 

Ohio Legislative Service Commission, Financing Public Schools Ohio, Staff Re- 
search Report No. 19, Columbus, 1957, 

Stanley Bowers, “State Aid for Capital School Financing,” Financing Education 
the Public Schools, Princeton: Tax Institute, 1956, pp. 83-86. 

Alan Gornick, “State Aid and School Finance Michigan,” Financing Education 
the Public Schools, Princeton: Tax Institute, 1956, pp. 122-29. 
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most heavily burdened taxpayers frequently the areas with the most 
meagerly financed governmental services. 


Second, taxes that may defensible for large, populous, and economically 
integrated units are often indefensible from the standpoints equity, expedi- 
ency, and administrative feasibility when applied very small units. 


Third, current patterns industrial plant location, regional shopping cen- 
ters, research centers, and other functional nuclei are sharply aggravating the 
disparity revenue potential among the local units. From current indications 
appears that this disparity, substantial present, will increase 
markedly. The growing disparity economic resources among small govern- 
mental units accompanied growing disparity educational burdens, 
with the heavier burdens frequently being found the areas with smaller re- 
sources. many cases one governmental unit may reap the high tax bonanza 
from large industrial plant, while other relatively impoverished units find 
themselves saddled with the cost educating the children the workers 
employed the plant. 


Fourth, many the wealthy states are confronted simultaneously with 
greater than average increase school age population and sharp decentrali- 
zation industrial plants with the accompanying aggravation economic 
disparities school districts. Moreover, many these states are afflicted 
not only with multiplicity school districts, but also with excessive 
number other local units, thereby dividing the local revenue potential 
such way that few governmental units enjoy abundant resources while 
others pay far heavier taxes and get much less governmental services. 


More industrialized states, such Michigan and Ohio, probably suffer 
more from this fractionation resources than more agricultural states, such 
South Dakota, Nebraska, and Iowa. This because the location industrial 
enterprises causes greater disparities among governmental units. Nevertheless, 
changing economic and sociological developments will sharply aggravate tax 
inequalities among small local units all the states. 

about one-fourth the states the taxing area for the school district, 
large-city, basis. some these states the shift the county taxing unit 
for schools has been made recent years. This has been recommended 
other states. Utilization the county the tax-levying unit for schools would 
result most states being divided into less than 200 taxing areas for school 
finance purposes and would reduce the total number areas levying taxes for 
school purposes from more than 50,000 approximately 3,000. 

Such reorganization would not wipe out disparities either revenue 
capacity educational burdens. would, however, tremendously reduce both. 
Nor would make state aid unnecessary, but would reduce the need for it. 
Moreover, would simplify equalization formulas for state aid and would in- 
sure far greater likelihood success for such programs equalizing taxpayer 
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burdens and educational opportunities. The most effective way secure 
will through enlargement the taxing unit. 

Considerable progress has been made recent years reducing the number 
school districts. Since 1942 the total number has been cut from 108,579 
50,446. Seven states have reduced districts more than 1,000 each, but all 
these states still suffer from extraordinarily high number. Negligible progress 
has been made reducing the number other small units. 


CHARACTER ECONOMIC AND SOCIOLOGICAL CHANGE 


Great changes are taking place with respect population patterns, 
plant location, and the emergence various functional nuclei, such regional 
shopping centers, research centers, industrial parks, and others. These changes 
are having profound impact local governmental revenues and burdens 
and since the tempo change accelerating, seems likely that these im- 
pacts local finance will become sharper all the time. These changes are not 
confined the cities and their fringes, but are also affecting rural areas the 
hinterland. 

the past there was clearer demarcation between city and country. Rural 
areas that were populated were largely agricultural and there was much 
greater uniformity financial resources among such areas than present. 
the other hand, factories and stores were found mainly the cities and 
most the workers lived the same taxing area. both burdens and bene- 
fits resulting from their location were largely concentrated the same govern- 
mental units. 

The situation now very different. The great regional shopping centers 
that have been constructed the postwar period are located fringe areas. 
The workers may drawn almost entirely from other areas with the result that 
surrounding school districts, getting tax benefit from the development, must 
meet the problem educating the resultant influx school children. 

Moreover, the postwar years there has been tremendous expansion 
industrial plant capacity. Some the characteristics the new plants are 
large buildings spread out horizontally with landscaped grounds and abundant 
parking facilities for employees’ cars. For the most part the cities not have 
sufficient industrial land reserves for such plants. Since—due almost uni- 
versal car ownership workers—the plant longer dependent upon labor 
the immediate neighborhood, may located open country and draw 
its work force from surrounding radius miles more. Again this 
means that the revenue producing plant one governmental unit, whereas 
other units deriving revenue from the plant must meet the educational, 
welfare, fire, police, sanitation, and other costs resulting from the location 
the workers’ families. 

Stores and industrial plants are not the only economic enterprises pushing 
away from the city. find research centers, office buildings, and other enter- 
prises also moving out outlying areas and again frequently bestowing tax 
benefits one unit and tax burdens another. 
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The result has been form Russian roulette among governmental units 
competing for new enterprises. All too often one unit gets the gold the form 
taxes collected and the other the bullet represented heavy additional 
costs. 

this aspect industrial development that currently making school 
and other local finance problems intense the wealthy industrialized states, 
particularly those that are chopped into great numbers miniature units. 
This also making state fiscal problems greater because increasing demands 
for state aid. Oddly enough, most the highly industrialized states have 
extraordinarily high number local units, both school districts and other units. 
This fragmentation not, however, because the industrialization, since 
some the most sparsely settled and least industrialized states also have— 
and perhaps with somewhat greater justification—an excessive number units. 
With them, however, indicated earlier, the problems resulting from frag- 
mentation are not yet acute, since economic developments have not 
sharply aggravated the discrepancies among the units. 


NOTE 


Please note that the Florala, Alabama, 16¢ per case tax soft drinks, 


reported page the February-March, 1959, issue Tax 
“Local Tax Legislation 1957 and 1958,” was repealed May, 1958. 
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